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Since the beginning of the year, the Mexican financial crisis has cast a shadow over the US initiative
to form a vast free trade zone in the Western Hemisphere by the year 2005, which the US and
the heads of all Latin American and Caribbean states with the exception of Cuba had agreed on
during the Summit of the Americas last December. Notwithstanding the pessimism generated by
the Mexican debacle, however, US officials have held a series of meetings with Latin American
governments and organizations since March to push forward with the integration initiative. The first
conference of trade ministers from throughout the Western Hemisphere is now scheduled to take
place in the US in late June to draw up a concrete "plan of action" to forge the proposed Free Trade
Area of the Americas (FTAA).
Still, most Latin American governments are waiting to see if the US Congress will admit Chile
into the North American Free Trade Agreement (NAFTA) later this year before placing their
confidence in the efforts to push the FTAA forward. Chile and the three NAFTA members are
scheduled to open negotiations in June, the outcome of which will be seen as a litmus test of the US
government's will to expand free trade to the rest of the hemisphere. Pessimism reigns in the wake
of the Mexican debacle At the summit of Western Hemisphere heads of state, held in Miami Dec.
9-11, the presidents of 34 countries from around the Americas agreed to complete all negotiations to
construct the FTAA by the year 2005, at which time the first free trade accords would begin to take
effect (see NotiSur, 12/15/94).
Once formed, the FTAA would constitute the largest free trade area in the world, with an estimated
market of 850 million consumers and a combined GDP of US$13 trillion. Nevertheless, despite an
ambitious agenda for follow-up meetings during 1995 and 1996, the Mexican financial crisis that
exploded at the end of December has completely overshadowed the integration initiative since the
beginning of the year, generating widespread concern that negotiations over the FTAA could be
seriously delayed, if not derailed altogether. In large part, the pessimism over the future of the FTAA
is a result of the political backlash in the US Congress against President Bill Clinton's decision to
bail Mexico out of its financial crisis by providing US$20 billion in emergency assistance to that
country.
Influential US congressional representatives attempted to block the Clinton administration's request
for legislative approval to assist Mexico, forcing the executive to dig into a special emergency fund
run by the US Treasury (see SourceMex, 02/01/95). President Clinton's decision to circumvent
Congress to bail a foreign country out of crisis drawing on an obscure contingency Treasury
fund designed to shore up US currency in times of crisis was unprecedented in US history, and it
generated intense debate in the US that is unlikely to subside for years. "What we were facing was
a potential financial crisis that threatened to encompass much more than Mexico," said President
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Clinton in late February. "Jobs and trade, the future of our support for democracy, and the very
stability of all of Latin America were in jeopardy."
The President's decision, however, thrust the future of the FTAA into doubt by reviving the national
controversy over free trade that had exploded in the US in 1993 during the congressional discussion
to approve NAFTA. NAFTA critics say the Mexican financial debacle highlights the dangers of
entering into trade accords with countries whose economies are much weaker than the US's, and
which are prone to economic crises that can drag the US economy down. As a result, many US
lawmakers vowed to proceed much more cautiously in the future when reviewing any new trade
accords with other Latin American countries (see NotiSur, 02/02/95). Clearly, Republicans and
Democrats alike will demand much closer scrutiny of the economic policies and performance of any
country in the region that enters into trade negotiations with the US before they consider giving
their stamp of approval to a new pact. Perhaps more important, the broad array of groups that
coalesced into an anti-NAFTA lobby in 1993 are now likely to use the Mexican debacle to press their
points of view much more aggressively when the FTAA and related initiatives come up for debate.
The powerful US labor confederation AFL-CIO, for example, will demand labor agreements that
are much stronger than those contained in NAFTA in any future trade accords. Similarly, some
US environmental groups will press for environmental accords with "more teeth" than Mexico's
when Chile and other countries in the region negotiate their entrance into NAFTA. In fact, such
lobbying groups are likely to find a sympathetic ear among liberal Democrats in Congress, and even
among some Republicans, since the issue of free trade will be a central point for debate during the
upcoming 1996 presidential elections in the US. "Back off," warned House Minority Leader Richard
Gephart (D-MO) in early April when asked about the possibility of rapidly extending NAFTA to
include Chile and other countries in the region. "I'm not sure we're ready for more adventures,"
added Sen. Daniel Moynihan (D-NY). "It would be unwise not to wait."
Consequently, many leading US trade experts now somberly predict that even if the FTAA initiative
moves forward on the technical level in the short to medium term, the regional integration initiative
will not be able to gain much steam in the US until after the 1996 elections. "Under the impact of the
Mexican crisis, I do not believe the US can go forward with hemispheric integration for at least two
years," said former US secretary of state Henry Kissinger during a conference in early April of the
Brazilian chapter of the Latin American Business Council, an organization of leading industrialists
and financiers. "The Clinton administration will now have difficulty even winning authorization to
draw Chile into NAFTA." US launches diplomatic offensive to promote FTAA Given the pervading
pessimism, then, since February Clinton administration officials and influential members of the
Republican Party have launched an aggressive campaign to regain the initiative for economic
integration in an attempt to push forward with the FTAA's ambitious calendar for progress that was
outlined at the Summit of the Americas.
Under that calendar, the trade ministers of all the 34 countries that attended the Summit agreed
to meet in June 1995 to discuss the progress achieved on FTAA-related issues during the first
semester of this year. At the conference, the ministers are expected to set up an agenda of technical
meetings for the second half of the year. Then, a second trade ministers' conference is scheduled
to take place in March 1996, during which the participants are expected to approve a final strategy
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for negotiating and eventually implementing the FTAA in the coming years. In late February,
the Clinton administration formally convoked the first trade ministers' conference, which will
be held June 29-30 in the US city of Denver, Colorado. In addition, on July 1-2 the US will host
a Hemispheric Trade and Commerce Forum to be attended by the regional trade ministers and
private-sector leaders from throughout the hemisphere. The Forum is aimed at drawing the
business community directly into efforts to plan integration strategies, thereby forging a cooperative
government-private sector alliance in the region to construct the FTAA.
The Clinton administration's decision to formally convoke the conference in February ushered in
a wave of diplomatic activity aimed at drumming up public support for the integration initiative.
High-level US government officials and influential members of the Republican party have
held a series of conferences with domestic groups in the US, and with other governments and
organizations in Latin America, to show their commitment to the FTAA. "Nothing could be more
important to support the economies of this hemisphere than building the Free Trade Area of the
Americas," said US Trade Representative Mickey Kantor during a press conference in Washington
in late February after announcing the US's intention to host the trade ministers' meeting in June.
"We will aggressively continue our efforts to forge the FTAA because to stop now would only
destabilize the region much more, leading to more devaluations as in Mexico and more capital flight
out of Latin American countries."
According to Kantor, the FTAA represents a "historic opportunity" for the US since Latin America
and the Caribbean now constitute the world's fastest growing region for US exports. Kantor
estimates that if the FTAA takes effect as scheduled in the year 2005, then by the year 2010 the value
of US exports to Latin America and the Caribbean would surpass the value of US goods shipped to
both the European and Japanese markets combined. "That is simply historic," said Kantor, who says
that the value of US exports to the region grew from US$30 billion in 1985 to nearly US$90 billion
in 1994, representing an increase of about 800,000 jobs for US workers. "The action is down there
in Latin America. That is where our interests lie." At the end of March, US Commerce Secretary
Ronald Brown visited Brazil, Argentina, and Chile to discuss the creation of the FTAA, as well as
Chile's entrance into NAFTA.
While in Brazil and Argentina, Brown attended special ceremonies to inaugurate new bilateral
"Trade and Development Councils" in each of the two countries. The Councils, which the US agreed
to form with those nations during the Summit of the Americas, will provide officials from all three
countries permanent forums to negotiate trade and investment issues. "The Councils constitute the
means by which the US, Brazil, and Argentina will work together to increase investment, trade, and
economic integration in the region," said Brown. Also, at the beginning of April former US president
George Bush participated as the keynote speaker in a conference in Chile on emerging investment
and trade opportunities in Latin America, which attracted 800 participants from around the region.
The Bush administration was the original architect of NAFTA and of the Enterprise for the Americas
Initiative (EAI). The EAI was set up in 1990 to provide a framework to discuss the creation of a
hemispheric free trade zone, and it paved the way for the Summit of the Americas last year and the
decision to forge the FTAA.
"You are going to hear a lot of heated campaign rhetoric, especially on trade, and it's going to
start right about now," Bush told the conference, referring to the anti-free trade sentiment among
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lawmakers and politicians in the US. "The loudest voices are going to be on the extremes on the
left and on the right some in the Democratic Party and some in my own party, and from one nutty
independent up in Texas," he said, alluding to billionaire Ross Perot, who unsuccessfully ran for the
presidency in 1992 and who adamantly opposed NAFTA. "I hope you don't get overly concerned
about this rhetoric because these people are appealing to a selfish streak in the American people. Do
not be discouraged by the shrill cries of those calling for America to retreat to fortress America," said
Bush.
Finally, in late May the State Department hosted a conference of the Council of the Americas,
which was attended by Latin American business and trade officials. During the conference, House
Speaker Newt Gingrich (R-GA) delivered a lengthy speech in favor of free trade, promising to lead
an aggressive battle in the House of Representatives to push the FTAA and other trade initiatives
forward. "I think that all of Latin America needs, ultimately, to be part of a free trade zone," said
Gingrich. "We are not neoisolationists. There may be some people running for the presidency from
my party who would proudly be neoisolationists. I think the vast majority of House members would
repudiate that."
Meanwhile, technical delegations from the US attended a series of working meetings throughout
Latin America and the Caribbean in March and April to prepare for the June trade ministers'
conference. In particular, US officials held individual talks with representatives of the four major
multilateral trade pacts in the region: the Southern Cone Common Market (Mercosur), the Andean
Pact, the Caribbean Community (Caricom), and the Central American Common Market (CACM).
"Latin America is very much on the move," said Jeffrey Garten, US undersecretary of commerce for
international affairs, while attending one working meeting in Brazil in mid- March. "The Mexican
crisis will not stop us from implementing NAFTA. It's full steam ahead. NAFTA was and still is
exactly the right policy for the US, and, if anything, we're going to redouble our efforts to make it
work and expand it to other Latin American countries."
Chile's adhesion to NAFTA litmus test for commitment to FTAA Still, notwithstanding the wave
of diplomatic activity since March and the aggressive statements by US officials in favor of free
trade, most Latin American governments are awaiting the outcome of negotiations over Chile's
eventual incorporation into NAFTA, which they see as the litmus test for the US's commitment to
push economic integration throughout the hemisphere. During the Summit of the Americas, the
three NAFTA members the US, Canada, and Mexico formally invited Chile to open negotiations to
join the trade bloc.
Under the original calendar for talks agreed on in December, preparatory technical discussions
were to be held throughout the first five months of 1995, with formal negotiations to begin in June.
The goal is for Chile to be accepted as NAFTA's fourth member during the first quarter of 1996,
coinciding with the second conference of hemispheric trade ministers. A series of technical-level
meetings did take place from January-May. The largest meeting was held in late April in Chile,
where about 30 representatives from the four countries met for three days to review those sections
of the NAFTA pact that would have to be altered to accommodate Chile's inclusion in the treaty.
About 25 members of the US Congress also visited Chile during the meetings to stay abreast of
negotiations and learn more about the Chilean economy and investment and trade opportunities
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there. The real test of the US Congress's willingness to extend NAFTA to Chile will come later
this year when the Clinton administration requests "fast-track authority" for negotiations. Fasttrack authority which was used to gain congressional approval of both the NAFTA and the General
Agreement on Tariffs and Trade (GATT) permits the executive to negotiate the details of an
agreement and limits the House and the Senate to vote only to approve or block the pact without
amendments.
Chile has already stated that it would not sign an agreement unless the US obtains such authority
from the legislature. Clinton administration officials and leaders of the Republican party in
Congress say they are committed to approving the fast track, and they insist that bipartisan
support exists for Chile's adhesion to NAFTA. In late May, for example, House Speaker Newt
Gingrich met with Secretary of State Warren Christopher. During the meeting, Gingrich allegedly
promised to lead the battle in Congress to obtain fast-track authority. "I prefer giving the executive
authority and then yelling at the executive," said Gingrich. "I don't want to see us getting into
crippling the State Department or crippling the US Trade Representative with too much legislative
micromanagement."
Nevertheless, Chilean officials and other Latin American authorities fear that electoral politics
may hamper not just the fast-track authority, but all negotiations regarding Chile's inclusion in
NAFTA. "It is a bit dangerous for me to give this opinion, but there is a possibility that they will say,
because they are so occupied with upcoming elections and a new congressional political agenda,
'Chile, come back another time,'" said Chilean Finance Minister Eduardo Aninat, who is leading
the Chilean delegation in trade talks with the NAFTA members. Aninat and other Latin American
officials insist that the postponement of Chile's acceptance into NAFTA would not signal the death
knell for free trade negotiations.
Chile's entrance into the pact is seen as symbolically important for the rest of Latin America because
Chile's economy is recognized as the strongest in the region, and if the US Congress rejected a trade
accord with that country, it would be difficult to envision a trade accord with any other nation in the
southern part of the hemisphere in the near future. "It appears today that there will be difficulty
getting fast-track authority through the US Congress," said Gert Rosenthal, executive secretary
of the UN's Economic Commission for Latin America and the Caribbean (ECLAC). "If NAFTA
is delayed for Chile, the biggest casualty will be the spirit of the Miami conference, this concept
of Western Hemispheric integration that the US has been promoting." [Sources: Inside NAFTA
(Washington), 02/22/95; Deutsche Press Agentur, 04/11/95; Financial Times, 04/28/95; Journal of
Commerce, 03/13/95, 03/16/95, 04/06/95, 04/26/95, 04/28/95, 05/04/95; New York Times, 03/31/95,
04/02/95, 05/05/95; La Jornada (Mexico), 03/22/95, 05/09/95; Voice of America, 02/06/95, 02/08/95,
03/17/95, 05/15/95; Wall Street Journal, 05/17/95; Inter Press Service, 02/06/95, 02/08/95, 02/22/95,
03/12/95, 03/19/95, 03/21/95, 03/28/95, 04/06/95, 04/19/95, 04/20/95, 04/24/95, 04/26/95, 05/04/95,
05/05/95, 05/15/95, 05/17/95, 05/18/95; United Press international, 04/28/95, 05/03/95, 05/20/95;
Notimex, 02/14/95, 02/15/95, 02/20/95, 02/23/95, 03/16/95, 03/22/95, 03/26/95, 03/27/95, 04/04/95,
04/05/95, 04/12/95, 04/17/95, 04/19/95, 04/21/95, 04/29/95, 05/02/95, 05/05/95, 05/11/95, 05/22/95;
Associated Press, 02/17/95, 03/09/95, 05/23/95; Reuter, 02/20/95, 03/22/95, 04/05/95, 04/06/95, 04/18/95,
04/21/95, 04/27/95, 04/28/95, 05/02/95, 05/11/95, 05/23/95; Agence France-Presse, 02/09/95, 02/16/95,
02/28/95, 03/13/95, 03/20/95, 03/22/95, 03/24/95, 03/26/95, 03/28/95, 04/03-05/95, 04/12/95, 05/03/95,
05/09/95, 05/14/95, 05/21/95, 05/22/95, 05/24/95]
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